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The Culture, Media and Sport Committee: Membership and Powers 


The Culture, Media and Sport Committee is appointed to examine on behalf of the House of 
Commons the expenditure, administration and policy of the Department for Culture, Media and 
Sport and its associated public bodies. The Committee’s constitution and powers are set out in 
House of Commons Standing Order No. 152. 


The Committee has a maximum of 11 Members, of whom the quorum for any formal © 
proceedings is three. The members of the Committee are appointed by the House and, unless 
discharged, remain on the Committee until the next dissolution of Parliament. The present 
membership of the Committee is as follows': 


Mr Gerald Kaufman MP (Labour, Manchester Gortony 








encuentran r David Faber MP (Conservative, Westbury)’ | 
STL COME Mr Ronnie Fearn MP (Liberal Democrat, Southporty 


Seer cere VT Christopher Fraser MP (Conservative, Dorset Mid and Poole Northy 
eral Collections firs Llin Golding MP (Labour, Newcastle-under-Lyme) 

M {Mr Alan Keen MP (Labour, Feltham and Heston) 

| Miss Julie Kirkbride MP (Conservative, Bromsgrove)’ 

f Mr John Maxton MP (Labour, Glasgow Cathcart) 

Mrs Diana Organ MP (Labour, Forest of Dean) 

i Ms Claire Ward MP (Labour, Watford) 

| Derek Wyatt MP (Labour, Sittingbourne and Sheppeyy 


On 17 July 1997, the Committee elected Mr Gerald Kaufman as its Chairman. 


The Committee has the powers to require the submission of documents, to examine witnesses 
and to publish Reports to the House accompanied by the evidence it has gathered. The 
Committee may meet during the Adjournment of the House and may hold meetings away from 
Westminster. The Committee may meet concurrently with other committees or sub-committees 
established under Standing Order No. 152 for the purposes of deliberating, taking evidence or 
considering draft reports. The Committee may meet concurrently with the House’s European 
Scrutiny Committee (or any of its sub-committees) or the Environmental Audit Committee for 
the purposes of deliberating or taking evidence. The Committee may exchange documents and 
evidence with any of these committees, as well as with the House’s Public Accounts and 
Deregulation Committees. 


In the footnotes to this Report, references to oral evidence are indicated by ‘Q’ followed by 
the question number and references to the written evidence are indicated by ‘Evidence’ followed 
by a page number. The formal proceedings of the Committee in agreeing this Report are set out 
in this Volume immediately after the Report itself. | 


The Reports and evidence of the Committee are published by The Stationery Office by Order 
of the House. All Reports of the Committee, including published evidence, together with press 
notices issued by the Committee, are available on the Committee’s home page at 
www.parliament.uk/commons/selcom/cmshome.htm on the Internet. 


All correspondence should be addressed to the Clerk of the Culture, Media and Sport 
Committee, Committee Office, House of Commons, 7 Millbank, London SW1P 3JA. The 
telephone number for general inquiries is: 020 7219 6188; the Committee’s e-mail address is 
cmscom@parliament.uk. 





'Mr Damian Green MP (Conservative, Ashford) was appointed on 14 July 1997 and discharged on 22 June 1998; Mr 
Roger Stott MP (Labour, Wigan) was appointed on 14 July 1997 and died on 9 August 1999; and Mr Michael Fabricant 
MP (Conservative, Lichfield) was appointed on 14 July 1997 and discharged on 1 November 1999. 

* Appointed on 14 July 1997. . 


> Appointed on 22 June 1998. 
* Appointed on | November 1999. 
> Appointed on 6 December 1999. 
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EIGHTH REPORT 


The Culture, Media and Sport Committee has agreed to the following Report: 


MARKING THE MILLENNIUM 
IN THE UNITED KINGDOM 


I. INTRODUCTION 


1. This Report continues the work of the Culture, Media and Sport Committee, begun almost 
three years ago, of monitoring some of the capital projects funded by. the National Lottery to 
mark the millennium in the United Kingdom. ' This inquiry is different from our previous four 
inquiries into the subject; we are well into the year 2000, and many millennium projects are now 
operating, most notably the Millennium Dome. From our first inquiry, we endorsed the 
principles behind the capital projects programme and the Millennium Dome. With regard to the 
latter project, we supported the public structures for delivery and accountability, the architectural 
endeavour and certain successes of the project management. 


2. The financial performance of the New Millennium Experience Company (NMEC) has not 
matched the expectations of the Company, the Millennium Commission or Ministers. This 
Committee has no wish to resile from its previous support for the Dome. We consider some 
of the reasons for the present difficulties could have been foreseen, but we accept that they were 
not necessarily foreseen by this Committee, although individual members have voiced their 
concerns during meetings of this Committee. It is, nevertheless, the duty of this Committee, on 
behalf of Parliament, to seek to ascertain what went wrong and why. We have also examined 
what has gone right and the benefits that the Millennium Dome and other capital projects are 
bringing and may bring in future. 


3. In our Report Countdown to the Millennium, we stated that we expected to conduct a further 
inquiry during the Millennium Dome’s year of operation.” We announced this inquiry in a press 
notice of 18 April 2000. As in our second Report on the millennium, we examined not only the 
Dome but also other capital projects funded by the Millennium Commission. We took oral 
evidence at three sessions in June and July 2000. At the first, we took evidence from Ms Jennie 
Page CBE, the former Chief Executive of NMEC, from three of the Dome’s sponsors,’ and 
representatives of three capital projects supported by the Millennium Commission.’ At the 
second session, we examined Mr David. Quarmby, the new Chairman of NMEC, and Mr Pierre- 
Yves Gerbeau, the new Chief Executive of NMEC, Greenwich Council’ and the two short-listed 
bidders for the Millennium Dome legacy competition.® At the third and final session, we took 
evidence from Lord Falconer, Minister of State in the Cabinet Office and NMEC’s sole 
shareholder,’ the Rt Hon Chris Smith MP, Secretary of State for Culture, Media and Sport and 
Chairman of the Millennium Commission and Mr Mike O’Connor CBE, Director and 





'Second Report from the Culture, Media and Sport Committee, The Millennium Dome, HC (1997-98) 340-I; Sixth 
Report from the Culture, Media and Sport Committee, Not Only the Dome: The Millennium Celebrations in the United 
Kingdom, HC (1997-98) 818-I; Third Report from the Culture, Media and Sport Committee, Back to the Dome, HC 
(1998-99) 21-I; First Report from the Culture, Media and Sport Committee, Countdown to the Millennium, HC 
(1999-2000) 24-I. 

HC (1999-2000) 24-I, para 2. 
3Mr David Clayton-Smith, Customer Marketing, Boots The Chemists, Mr Keith Faulkner, Director of Public Affairs, 
Manpower plc, and Mr Adrian Hosford, Director, Millennium Projects, BT. 

“Ms Gillian Thomas OBE, Chief Executive, @Bristol, Mr Brian Bassett, Director of Finance and Operations, The 
National Botanic Gardens of Wales, and Mr Ben Stoneham, Chairman, Portsmouth Harbour Renaissance Limited. 
Councillor Bob Harris, Executive Officer responsible for regeneration, and Mr David McCollum, Director of 
Development and Leisure Services, Greenwich Council. 

Mr Guy Hands, Managing Director, Principal Finance Group, Nomura International plc, Mr Peter Middleton, Chairman 
and CEO, Mr Mike Swinney, President, HyperEntertainment, Ms Barbara Anderson, Responsible for e-commerce, 
Principal Finance Group, Nomura International ple and Mr Gwilym Jones, Associate Director, Ove Arup & Partners, 
Dome Europe; and Mr Robert Bourne, Chief Executive, Mr Tom Quinn, Deputy Chairman, Mr John Precious, Finance 
Director, and Mr Bruce Walker, Business Development Director, Legacy ple. 

7 Accompanied by Mr Brian Leonard, Head of Regions, Tourism, Millennium and International Group, and Ms Clare 
Pillman OBE, Head of Millennium Unit, Department for Culture, Media and Sport. 
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Accounting Officer, The Millennium Commission.® We received a range of written evidence, 
some of which is published in Volume II and the rest of which has been reported to the House 
and is available for public inspection.’ We visited the Greenwich site and were briefed on the 
Millennium Dome’s finances and operations. We also visited Scotland, where we were briefed 
on the work of the Millennium Commission and NMEC’s National Programme. We are most 
grateful to everyone who assisted us during our inquiry. 


Il. THE MILLENNIUM COMMISSION: ORIGINS AND PRINCIPLES 


4. The Millennium Commission was established in February 1994 to receive and distribute one 
fifth of the proceeds of the National Lottery available for good causes. Unlike the other National 
Lottery distribution bodies, the Millennium Commission was intended to have a limited life-span. 
In June 1994, the founding Chairman, the Rt Hon Peter Brooke MP, announced the 
Commission’s broad strategy.'° The Commission’s aim was to mark the close of the second 
millennium and celebrate the start of the third and to encourage projects throughout the nation 
which enjoyed public support and would be lasting monuments to the achievements and . 
aspirations of the people of the United Kingdom." 


5. The Millennium Commission provided funds for many projects through a range of initiatives 
such as the capital projects programme, the Millennium Award scheme, the Millennium Festival 
and the Millennium Exhibition at Greenwich. In addition to the capital projects programme and 
the Dome, which have received the bulk of media and political attention, the Commission 
supported more than 150 smaller, capital schemes with a regional or local emphasis and 
“umbrella projects” that covered schemes with a common theme. Such “umbrella projects” 
included projects that individually would have been too small to apply for a Millennium 
Commission grant.’ 


6. During our first inquiry into the millennium celebrations in the United Kingdom, we saw 
“an impressive and attractive presentation” from the organising committee of the Isle of Mull’s 
millennium festivities—charmingly entitled the “Mullennium celebrations”.'* We met 
representatives of the Mullennium Committee again this year on the Isle of Mull and were 
impressed with the range and quality of the activities organised by such a small group. 
Alongside many of the smaller and less noticed projects supported by the Millennium 
Commission—such as the Millennium Greens, the rehanging of church bells and improvements 
to community halls—the “Mullennium celebrations” demonstrate that the millennium has meant 
far more than parties and capital projects.'* Marking the millennium has had a genuine and 
beneficial impact on communities across the United Kingdom. 


TH. CAPITAL PROJECTS 
The aims of the capital projects programme 


7. The capital projects programme received the largest share of Lottery proceeds allocated by 
the Millennium Commission—£1,288 million from a total expected income of £2.15 billion.”° 
To date, more than £1,255 million has been awarded to 187 projects at more than 3,000 sites."® 
The minimum contribution that the Commission has made to a capital project is £100,000." 
Demand for Millennium Commission funding unsurprisingly far out-stripped supply. The total 


8 Accompanied by Ms Clare Pillman OBE, Head of Millennium Unit, Department for Culture, Media and Sport. 


See pp xlii—xliii for a list of memoranda published with this Report and p xliv for a list of memoranda reported to the 
House, together with details on how such papers can be inspected. 


\0F vidence, p 130; HC (1997-98) 340-II, p 30. 

othe Millennium Commission, Annual Report 1997-98. 
Evidence, p 121. 

WHC (1997-98) 818-1, para 4. 

2 472; Evidence, p 122. 
Evidence, p 121. 
Evidence, p 122. 

"Evidence p 121. 
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value of projects that applied for funds from the Millennium Commission amounts to some £13 
billion.'* Twenty-eight major capital projects throughout the country have each received grants 
of more than £15 million. Those larger projects have been the focus of our consideration. 


8. The Millennium Commission judged applications against three strategic criteria. The. 
applications had to comply with the Commission’s aims of supporting projects throughout the 
United Kingdom that would be accessible to all members of the community and that were of 
local, national or regional significance.'? Above all, the Commission was keen to support 
projects that would add “to what might otherwise have been available”.”° 


9. The projects that the Millennium Commission supported were classified under five main 
themes, as identified by the Secretary of State in his previous evidence to this Committee.?! 
Many of the projects encompass more than one theme. The themes are set out below using 
examples of projects about which we have received evidence or which we visited during this 


inquiry. 


Supporting communities: The Millennium Link will restore navigation on the Forth & 
Clyde and the Union canals in Scotland and will improve the urban environment along the 
canal corridor. During our previous inquiry, we visited Wester Hailes, where we witnessed 
the Millennium Link’s potential to improve the local environment and energise the local 
community.” We returned to the Millennium Link for this inquiry, visiting sites at 
Blairdardie and on the Great Western Road in Glasgow. We heard about how the local 
community was actively involved in the project and learned about the public consultation 
undertaken by British Waterways, the project managers. 


Encouraging environmental sustainability: The National Botanic Garden of Wales is one 
of three large capital projects—the others being the Eden Project in Cornwall and the 
Millennium Seed Bank at Kew Gardens—intended to conserve threatened plant species and 
conduct scientific research. The National Botanic Garden of Wales has the world’s largest 
single-span glasshouse.” 


Investing in education: The Millennium Commission has been the largest investor in the 
innovative educational project of the University of the Highlands and Islands (UHI).* We 
met representatives from UHI at Argyll College in Dunstaffnage, one of the 25 learning | 
centres that form the UHI campus. Despite its being geographically the largest local 
education authority in Scotland, we learned that in some wards in Argyll no one in living 
memory has taken a full-time further education course. The development of the UHI 
facilitated the establishment of Argyll College, for which there had been substantial demand. 


Promoting science and technology: The Millennium Commission invested £250 million 
in science centres, including Our Dynamic Earth in Edinburgh, the Glasgow Science Centre, 
LIFE Interactive World in Newcastle-upon-Tyne and the Discovery Centre at Millennium 
Point, Birmingham.” Millennium Commission funding provided the catalyst for 
unprecedented investment in the public understanding and enjoyment of science.** In 
Scotland, we met Mr Paul Smith, Chief Executive of the Glasgow Science Centre, and in 
London, we took evidence from Ms Gillian Thomas, Chief Executive of @Bristol. Both 
projects provide hands-on, interactive technology to stimulate interest in science.”’ 


Revitalising cities: Most of the capital projects have a regenerative element, be it economic, 
cultural or social. Cities, in particular, have benefited from major capital projects. Inner- 





'8Evidence, p 122. 

Evidence, p 121. 

20E vidence, p 123. 

21FC (1997-98) 818-II, Q 1. 

BHC (1997-98) 818-I, para 7. 
Evidence, p 24. 

4C (1997-98) 818-I, para 7. 
Evidence, p 238. 

Evidence, p 238-239. 
"Evidence, p 19. 
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city regeneration projects in Manchester and Sheffield are bringing significant benefits to 
their communities by enhancing the local environment through the creation of new public 
spaces. 


Funding of capital projects 


10. Applications for grants were invited in four competitive bidding rounds. The Millennium 
Commission received 4,395 proposals for capital projects in the first three rounds, of which 2,036 
became formal applications and were subjected to technical assessment.” In August 1998, the 
Commission was granted powers of solicitation, which enabled it to hold a further funding round 
specifically for capital projects that reflected “the aspirations and achievements of black 
communities in the United Kingdom”.*° This responded to a concern expressed by this 
Committee in Not Only The Dome.*' That round attracted 44 applications, from which grants 
have been awarded to four, with six remaining applications still under consideration.” 


11. In Not Only the Dome, we discussed “whether many of the undertakings would have 
reached fruition without the public commitment to the Millennium”.** Evidence received during 
the present inquiry confirmed that Millennium Commission funding has been crucial to the 
realisation of many projects.’ We were told by Ms Thomas that numerous attempts had been 
made over the previous 20 years to create a regeneration project in Bristol, all of which had 
failed. Without the support of the Millennium Commission, Ms Thomas considered that it was 
“unlikely that @Bristol would have taken place”.*” Mr Ben Stoneham, Chairman, Portsmouth 
Harbour Renaissance Limited, added that elements of the Portsmouth Harbour project would 
probably have taken much longer: “the Millennium Commission money enabled us to put 


everything together and move much faster’.*° 


12. The Commission usually offered grants of up to 50 per cent of the total cost of a capital 
project.*’ As we noted in Not Only the Dome, projects have therefore had to try to secure 
considerable funding from other sources in order to succeed.** Of that funding from other 
sources, £32 million has been obtained through sponsorship, £122 million through donations, 
£138 million through the European regional development fund, £140 million through local 
authorities, and £147 million from regional funds.*” The Wellcome Trust has been the largest 
private source of matching funding for Millennium Commission projects, donating approximately 
£50 million towards the development costs of eight millennium science centres and galleries. 


13. The Eden Project said that the requirement to find 50 per cent partnership funding had 
reduced the market for sponsorship and resulted in projects involving numerous partners, each 
of which had “separate claims mechanisms and due diligence requirements”.*' It said that it had 
spent scant financial resources on independent consultants, who contributed nothing but an 
additional layer of audit protection for funding organisations.” The Earth Centre in Doncaster 
noted that difficulties in finding matching funding had led to it being “broken into three separate 
phases”, which had extended the project timetable.*? Mr Smith accepted that the Earth Centre’s 
visitor numbers had been disappointing and said that there were “special problems” associated 


*8E vidence, pp 183-186. 
“Evidence, p 122. 
Ibid. 
31HC (1999-98) 818-I, para 5. 
Evidence, p 122. 
“HC (1997-98) 818-I, para 6. 
Evidence, pp 20, 153. 
Evidence, p 20. 
*80):137: 
37Bvidence, p 121. 
HC (1997-98) 818-I, para 6. 
Evidence, p 123. 
1 Evidence, p 238. 
Evidence, p 240. 
* Ibid. 
“Evidence, pp 186-187. 
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with the project, but that the Millennium Commission was “‘in the process of helping them to sort 
out”. 


14. Many of the larger projects experienced i increases in costs as a result of delays, changes 
in design, problems during construction, or inflation.“* Few projects that have experienced cost 
increases applied for further Millennium Commission funding i in part because of its policy to 
award additional grants only in circumstances in which the “project might otherwise substantially 
fail to achieve its original purpose’”.*° The Commission stated that “for the most part [increases] 
were contained through reductions in specification which [did] not affect the project’s objectives, 
or by the project raising additional funds from other sources”.*’ 


Timetables and administration 


15. Public and media criticism of several capital projects has resulted from their failure to meet 
expected opening deadlines. Consistent themes have emerged about the causes of delay, 
including difficulties in securing funding, negotiating contracts, finalising design and 
construction. Consequently, many projects have instigated a phased opening system. However, 
although some criticism of the delays is justified, most of the projects are no more than six 
months behind their original timetable. In 1998, the Department for Culture, Media and Sport 
stated that 80 per cent of projects should be completed during the year 2000.* To date, 72 
projects have opened. The Millennium Commission expects that about 150 projects will have 
opened by the end of this year, which represents about 80 per cent of capital projects.*? That 
suggests that concerns about delays may have been exaggerated. 


16. The Millennium Commission’s administration has received both criticism and praise from 
the projects that it has funded.*’ Some projects criticised it for the complexity of its bureaucracy 
and contractual arrangements or for the inexperience of its staff.°' Some projects also felt that 
they had experienced a different relationship with the Millennium Commission before and after 
receipt of the grant, and felt that the Commission had interfered too much in design and content 
decisions.°* The Commission said that it aimed to “avoid unnecessary bureaucracy” and adopted 
a “flexible approach”.*? 


17. The Commission’s staff were praised and tributes were paid to the “competent and 
effective” and “balanced and co-operative” administration.*> The Deep in Kingston-upon-Hull 
said that the Commission’s reporting requirements had “proved a good discipline to follow and 

.. the format [had been] adopted for ... reporting to all other funding organisations”.*° 

18. The Millennium Commission said that it encouraged “projects to learn from one another”.*’ 
The Magna project felt that it had benefited from the Commission’s “ability to bring experience 
from other projects”.*® We consider the sharing of best practice to have been beneficial both 
to the capital projects and to the Millennium Commission. We recommend that the 
Government consider ways to ensure that the increased expertise in project management 
that has resulted is not dissipated when the Millennium Commission concludes its work. 





“OQ 443. 
Evidence, p 124. 


48HC (1997-98) 818-Il, p 12. 
“Evidence, p 122. 
sr vidence, pp20;,.27, 152. 
S Evidence, pp 27, 150. 
~,Bvidence, p 150. 
Evidence, p 125. 
“Evidence, p 188. 
2 119; Evidence, pp 174, 176. 
~ Evidence, pil73. 
Evidence, p 125. 
8G dence. p 166. 
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The impact of the capital projects 


19. Many millennium projects were designed to revitalise poorer, often former industrial or 
waterfront, areas of major cities and towns. The significant impact that the projects have made 
in areas throughout the United Kingdom was praised by Mr Smith, who has said that projects 
were “providing new community facilities, cultural and education resources, improved public 
spaces and boosted economies”.”? That was supported by Ms Thomas, who said that the 
@Bristol project was a symbol of regeneration in the Bristol area and had “‘acted as a catalyst for 
private sector development”. Both Mr Brian Bassett, Director of Finance and Operations, the 
National Botanic Garden of Wales, and Ms Thomas, believed that the regeneration effects of the 
projects had inspired confidence in them in their local communities.” 


20. Some projects have acted as a catalyst for job creation and private-sector development. 
There has been a construction boom on formerly derelict land around the site of @Bristol.” In 
Northern Ireland, Odyssey—an education, entertainment and sporting facility—has formed the 
core of the regeneration and investment strategy for the future of Belfast. Mr Stoneham said 
that the project had given a welcome confidence boost to an area that had “faced years of decline 
in the dockyards”. He said that people recognised the project as “a symbol of regeneration and 
reality”. Mr Smith cited the example of the regenerative impact of the Lowry Centre in Salford, 
where he said that commercial redevelopment worth £70 million or £80 million “would not have 
happened at all if it had not been for the presence of the Lowry Centre”.® Mr Smith told us that 
the Millennium Commission was preparing to publish a “proper economic assessment” of the 
major projects.” 


21. There was clearly a demand for regeneration in many of the areas of the country that 
received funding for a major project and there have been regeneration benefits in the case 
of some projects. However, it is too early to tell whether all the major projects will prove 
to be as effective as hoped in both meeting local need and in serving as effective catalysts 
for regeneration. We welcome the Millennium Commission’s decision to commission a 
study into the economic impact of its major capital projects. We recommend that in due 
course that examination should be expanded by the Department for Culture, Media and 
Sport to consider the wider need for and regenerative and employment impact of cultural — 
and sporting capital projects. 


Viability and the long-term future of capital projects 


22. From the beginning, the Commission claimed to have paid careful attention to the viability 
and long-term future of its projects. However, Mr Smith conceded that initial difficulties had 
been experienced in examining those issues. The Commission tried to improve its monitoring 
processes, in response to difficulties encountered by some of the earliest grant recipients, through 
a programme of business operational reviews. Those reviews examine each of the projects 
during construction and as they approach completion. Mr Smith explained that the reviews 
examined “the assumptions on which the original grant was given are ... holding good”.*’ 
Operational reviews have been broadly welcomed by project managers.” 


23. Mr Mike O’Connor, Director of the Millennium Commission, emphasised that only 25 per 
cent of the capital projects depended on paying visitors.” Nevertheless, the robustness of visitor 
number forecasts will be central to their viability. Mr Smith admitted that the Millennium 
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Commission had been “brought ... up sharp in terms of not automatically accepting the visitor 
projection figures that were in the original application”.”” Long-term viability of those attractions 
depends upon repeat visitors. Both @Bristol and the National Botanic Garden of Wales noted 
the likely impact of their respective locations on their ability to attract repeat visitors.’' Capital 
projects that are visitor attractions are entering an increasingly cluttered and competitive market 
and are subject to the pressures that affect all visitor attractions. 


24. Both the domestic and the incoming tourist trades have suffered recently as a result of a 
combination of factors. Mr David Quarmby, Chairman of the British Tourist Authority and 
NMEC, explained the impact of the strength of the pound on both the outward and incoming 
tourist trades.” He also observed that there has been a growth in the number of tourist attractions 
and that the capital projects therefore faced a “shrinking market to go round an even greater 
number of visitor attractions”.’* Research by the English Tourism Council indicates that demand 
for visitor attractions is slowing.’* However, Mr Smith referred to a publication from the Henley 
Centre, which suggested that “visitor numbers for attractions in general are likely to rise over the 
next few years”.’”> He went on to list some of the capital projects that had opened and exceeded 
their visitor forecasts.”° He told us that the Commission was assessing the long-term prognosis 
for each of the visitor attractions and explained the importance of the management team and the 
need for constant rejuvenation for the attractions to succeed.”” 


Conclusions 


25. In Not Only the Dome, we concluded that the greatest benefits of the capital projects 
“should be felt not in the year 2000 but in the years and decades beyond”.”* Representatives of 
projects who gave evidence to this Committee emphasised that they had not been under pressure 
to open during the year 2000 and stated that the legacy of their endeavours would remain after 
the end of this year and would continue well into the future. Mr Stoneham said that the capital 
projects made “quite a remarkable story which [might] not be appreciated until we have had a 
few years of seeing how these projects come out”.”” Ms Thomas stated that: “These are projects 
to celebrate the millennium which are there for a long time, they are future projects. We will 
look back on this moment as a very special moment when key investment in education, training, 
regeneration around the country happened thanks to the millennium and the Millennium 
Commission”.° 


26. Ina previous Report, we noted that the Millennium Commission’s capital projects could 
transform the British landscape by creating new landmarks that would leave “an impressive and 
enduring legacy in the new Millennium”.®’ There are signs that that potential is beginning to be 
realised. The Commission’s projects form an important part of the transformation of the cultural 


landscape of the United Kingdom by the National Lottery that Mr Quarmby identified.” 


27. The Millennium Commission’s portfolio of projects is exceptionally diverse.*? Mr Smith 
said that “one of the benefits of the Millennium Commission has been that we have ended up 
with a very varied pattern of major projects”.** That broad range of projects from education to 
sport is to be commended, but it is difficult to discern in some of the projects a “real millennium 
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flavour” that Mr Smith referred to as one of the Commission’s criteria.” In some cases, the 
enthusiasm of the Commissioners for distinctiveness and innovation may have encouraged a 
shortage of critical examination of projects’ viability, and whether they could be delivered and 
afforded. 


28. We are concerned that the Commission may have given insufficient consideration to the 
wider impact of projects on the visitor attraction market. The English Tourism Council correctly _ 
observed: “Many attractions may be developed or maintained for cultural, political, economic 
regeneration, or social inclusion purposes. But, increasingly they are expected to behave as 
commercial enterprises”.*° The Secretary of State may be right in expecting demand for 
visitor attractions to increase in future, but the supply of visitor attractions is increasing 
more rapidly. This is having and will have consequences for existing visitor attractions that 
have not benefited from Lottery support; those consequences do not appear to have been 
systematically considered by the Millennium Commission or government, past or present. 
It will also have consequences for the long-term future of the projects themselves. 


29. When we suggested to Mr O’Connor that the future of some projects was in doubt, he 
replied: “If you say to me can I give you a guarantee that all of these projects will prosper forever 
more, that is not a guarantee I can give you”.*’ However, he told us that the Millennium 
Commission had always intended to supply no more than the capital funding: 


‘“‘We have created the assets. We believe all the assets have sound business plans, but it is 
a competitive market out there and they will obviously have to market themselves. I think 
it is wrong to be pessimistic. I believe that the people who are driving these projects are not 
only visionary but they have got sound commercial sense also.””** 


It is admirable in principle to expect these projects to stand on their own feet. However, it is a 
political reality that the public will want to ask questions about the value of the Millennium 
Commission’s investment if some projects prove not to have an assured future. 


30. We received suggestions that the Commission’s life might be extended or a successor 
body put in place to provide continuing support for capital projects or to fund comparable 
projects such as science centres, which might not be funded by other Lottery distributing 
bodies.®” We do not consider that to be an appropriate course of action. However, we 
recommend that the Department for Culture, Media and Sport set out in its response to this 
Report its strategy for responding to demands for additional funding for the Millennium 
Commission’s capital projects after the Commission’s resources from the National Lottery 
have been spent and the Commission has been wound up. 


IV. DOME MANAGEMENT AND PROJECT DELIVERY 


Conception and structure 


31. In 1997, we considered the evolution of the Millennium Dome and its public-sector 
operating company, NMEC.” As was evident then, and as Ms Page told us during this inquiry, 
“the decision to have a focal point really does date right from the early days of the 


Commission”.”' The main milestones on the road to the Dome’s present management structure 
are: 
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June 1994: the Rt Hon Peter Brooke MP, the first Chairman of the Millennium 
Commission, referred to the Commission’ s sympathy with the idea ofa Millennium Festival 
with an Exhibition as its centrepiece;” 


Spring 1995: the Commission began selecting an operator and a site for the Exhibition, 
referring to its vision of a “showpiece celebration, and ... lasting legacy”;” 


January 1996: Imagination Group Limited was selected as the preferred operator, and the 
National Exhibition Centre in Birmingham and Greenwich were short-listed as sites; 


February 1996: the Millennium Commission selected the Greenwich site; 


August 1996: the Millennium Commission supported the proposal for a Dome as the main 
site for the Exhibition; 


January—February 1997: responsibility for the operation of the Exhibition was assumed 
by a new public-sector operating company (subsequently called NMEC) with Ms Page as 
Chief Executive and a Minister as sole shareholder”; 


May-June 1997: incoming Government conducted review of the project and confirmed it; 
Company’s share transferred to Mr Peter Mandelson MP, Minister without Portfolio; 


July-September 1997: Board and management team augmented by new members; 


December 1998: Sout s share transferred to Lord Falconer, Minister of State, Cabinet 
Office; 


February 2000: Mr Gerbeau replaced Ms Page as Chief Executive of NMEC; 
May 2000: Mr Quarmby replaced Mr Robert Ayling as Chairman of NMEC’s Board. 


32. Following a proposal by the previous Government, the Millennium Commission 
established a public-sector company to run the Dome and what later became termed “the 
Millennium Experience” at Greenwich. This Committee supported that decision in December 
1997. Indeed, we concluded “it is open to question whether it should have been necessary to 
pursue the mirage of private sector leadership for so long”.”° 


33. Public-sector leadership became unavoidable following the selection of the Greenwich site. 
The main rival to Greenwich had been the National Exhibition Centre in Birmingham, which had 
the advantage of a clean site, transport links and an established operating company. Greenwich 
was the riskier option despite the advantage of an iconic association with time and the prime 
meridian. The north Greenwich site was hampered by negligible transport infrastructure and 
extensive contamination. Greenwich was selected largely because it offered the Commission an 
opportunity to provide environmental and economic regeneration. 


34. The delivery ofa Millennium Exhibition at Greenwich thus became a regeneration exercise 
linked to or dependent upon the decontamination of the site, construction of transport 
infrastructure and consideration of the wider economic regeneration of the Thames Gateway. In 
1997, Mr Heseltine told us: “I could see no way in which I could have recommended to anybody 
that you should see this as a commercial venture. It is not acommercial venture”.”’ Mr Quarmb by 
confirmed that the Millennium Dome was not “conceived as a viable commercial business”. 
Indeed, he said that a commercial business would not have become involved in such a 
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regeneration project.” Ms Page told us that “it was clear in the middle of 1996 that the 
Commission’s ... hope ... that there would be a private sector, properly-constituted consortium 
or individual company that was capable of taking on the business of running the Experience ... 
was just not going to be satisfied”.'°° Lord Falconer said that “because the private sector would 
not fund the Dome in the first place and the nation wanted to do this, a structure within the public 
sector had to be adopted”.'”! 


35. The demands and risks associated with the project were such that no private operator 
would ever have taken them on. The concept of time was intended to be the theme of the 
Millennium Experience, but is perhaps more salient in explaining the nature of the project 
management and delivery than as a theme of the Experience. First, the Dome was faced with an 
immovable deadline for opening —3 1 December 1999—and thus engaged in a highly risky “race 
against time”.'°? Second, the project was intended to be time limited. It was assumed throughout 
the project that the Millennium Experience would run for only one year.” That time limit was 
always incompatible with a full commercial return on the investment. 


36. From the beginning the project was political. The stimulus came from politicians, not the . 
commercial or business sector. As Ms Page put it: “There is no doubt in my mind that the project 
has been seen as political almost from its inception”.'” Both before and after the General 
Election of May 1997, the decision-making process was intertwined with politics. According to 
Ms Page, the early period of development was “extremely difficult until such time as the new 
Government came and did its review and agreed that it would go forward”.'® Political interest 
in the project intensified once the new Government decided to back the previous Government’s 
decision. . 


37. As Ms Page said “There was a general belief that an incoming Labour Government would 
reshape or reject the exhibition; this meant hold-ups in two key areas—discussions with sponsors 
and recruitment of staff’.'°° Furthermore, disagreement between senior members of the 
Government as to the future of the project on gaining office caused further uncertainty. As Mr 
Smith told us: “I had recommended that we should perhaps go ahead with something which was 


rather smaller and more educationally focused than we ended up with”.'°’ 


38. The management structure devised in late 1996 and early 1997—which we subsequently 
endorsed—was influenced by political considerations. Both the project structure and political 
involvement were justified by the extent of the commitment of National Lottery money to the 
project. The Dome dwarfs all other projects funded by the Millennium Commission or other 
Lottery distributing bodies in terms of scale of commitment. That was true from an early stage 
and is even more so in the light of the additional grants awarded by the Millennium Commission 
during the year 2000. It is quite proper that expenditure on that scale should be subject to 
political examination and accountability. The level of Parliamentary scrutiny was summarised 
in the most recent Annual Report in which it stated that more than 1,000 questions on the Dome 
have been asked in Parliament, and that this Committee had by then undertaken four inquiries 
into the Dome.'® Lord Falconer agreed that, as such a large amount of Lottery money had gone 
into the project, it was bound to be political and be scrutinised.'” 


39. Mr Quarmby said that he did not feel that NNUEC was a Government organisation.'!® He 
set much store by the fact that the structure of NMEC replicated that ofa private-sector company, 
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with a chief executive and a board seeking “to run the Dome as a commercial business in the best 
way we possibly can”.''' However, with a Minister as shareholder, the obligations as a non- 
departmental public body and the interest aroused by the funding provided by the Millennium 
Commission, NMEC was a most unusual hybrid. This structure led to the absence of a clear 
line of responsibility for overseeing the project. As Ms Page observed, the “circumstances in . 
which the Company was required to deliver against the aspirations of the Millennium 
Commission and of the Government were unique in corporate governance terms”.!”” 


40. Market research undertaken by the Millennium Commission confirmed that the public 
wanted to mark the millennium but they “did not want it to be done by the Government”.'? 
NMEC never came to be regarded as separate from the Government. As Ms Page acknowledged, 
NMEC was inevitably “always associated with the Government and usually with significant 
people within each Government and that is where we are and where we have been from the 
beginning”.''* She also told us that she made “several personal attempts to persuade Ministers 
that standing back from.the Dome would be good for them as well as good for the Dome”.!' 
Lord Falconer admitted that he was one of the Ministers to receive this advice, but said that “I 
make absolutely no attempt to run, or interfere in the running of, the Dome’”.''® Nevertheless, 
Lord Falconer attends meetings of the Board of NMEC and receives all Board papers.'"’ 


41. Lord Falconer also confirmed that he held regular Monday morning meetings with Mr 
Ayling, Mr Grade and occasionally Mr Chisholm. Ms Page was not invited to these meetings.'® 


42. There is a lack of clarity as to the potential liability of the Board, collectively or 
individually, for the Dome’s financial losses. Lord Falconer told us that the Board had not 
requested any form of guarantee and confirmed that they were indemnified against any personal 
liability. However, he gave no such assurance as to the Board’s collective liability." 


43. From the start, in 1996, the separation between politicians and what became NNEC 
was never clearly established by either Government, which affected perceptions of the 
Millennium Dome as a visitor attraction. It has also meant that we have found it 
exceptionally difficult to disentangle the responsibilities of the various parties involved in 
the Millennium Experience. This may perhaps have been one of the intentions of those 
involved, but it must also be acknowledged that political involvement was integral to the 
project from its very inception. 


Visitor attraction expertise 


44, The public sector in the United Kingdom has undertaken activities in many different 
spheres. However, traditionally it does not build, design and operate visitor attractions. In 
consequence, it does not have the expertise to carry out those tasks. The project as a whole 
required many skills associated with the public sector, such as project management subjected to 
political control and urban regeneration. For the Dome to succeed, NMEC, in view of its unique . 
task and hybrid nature, had to combine the right balance of public-sector and private-sector skills, 
including those associated with managing visitor attractions. 


45. Even in the context of visitor attractions, the task facing NMEC was unique. It was 
required to deliver, to an immovable deadline, a visitor attraction that would “be accessible to 
the widest possible audience and should use the latest ideas in interactive technology and exploit 
the opportunities for shared experiences of entertainment and education”.'*? Mr Gerbeau 
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explained the challenges for the Millennium Dome were that “it was a whole new brand to 


establish [and] it was 100 per cent innovation”.'’! He went on to say that “it takes time to 


establish not only a visitor attraction business, but ... something that is entirely new”, |? 


46. During our first inquiry on this subject, in November 1997, we took oral evidence from 
Mr Keith Bales, who has extensive experience in developing successful, internationally 
renowned visitor attractions, including Walt Disney World, the Epcot Centre and Houston Space © 
Centre. He questioned whether NMEC had sufficient visitor management expertise. In view of 
subsequent developments, his evidence perhaps merits extensive quotation: 


“It has always astounded me that this group and the previous Government never had anyone 
involved in this project—I am not parading myself here—that someone did not approach the 
Chairman of Disney, Michael Eisner, and say ‘can you lend us on secondment for two or 
three years the chap that put Epcot together, Dick Nunis’.. No-one on the Committee like 
Chisholm of BSkyB, David Chance of BSkyB, Jennie Page of English Heritage, has ever 
run, managed, designed or promoted in any way whatsoever a major international leisure 
attraction. This is a big deal, it is not small. I think you could call Mike Eisner and he 
might lend you someone to help that might also audit your costs.”!”° 


47. Later that month, we raised that issue with Mr Robert Ayling, then Chief Executive of 
NMEC, who was confident that NMEC had the relevant expertise from the leisure industry, 
citing specifically Mr Michael Grade.'* Indeed, we were constantly reminded that the project 
benefited from the skills of leading experts in the fields of media, entertainment, travel and 
leisure.'> Mr Grade himself, who chaired the Litmus Group and who also gave evidence to the 
Committee in November 1997, but has not subsequently been among the witnesses volunteered 
by NMEC, told us on that occasion: 


“Our job is to make professional judgements about what will and will not attract the British 
public and the visitors to this country. That is commercial and professional judgement that 
we will make and we are happy to stand or fall on those judgements. That is what a lot of 
us do for a living, make judgements about what will or will not attract the British public or 
indeed visitors, tourists.’’!”° 


48. In our Report arising from that evidence, we quoted a key phrase from the evidence of Mr 
Bales—the statement that none of the Board or senior management had “ever run, managed, 
designed or promoted in any way whatsoever a major international leisure attraction” —and 
summarised the relevant evidence of Mr Ayling and Mr Grade. We readily admit, however, that 
we did not pursue sufficiently the key issue identified by Mr Bales in the conclusions or 
recommendations of that Report or in our subsequent inquiries. With hindsight, it is clear that 
we should have done so. 


49. Subsequent developments have proved the observations of Mr Bales in late 1997 to be 
prophetic. Mr Quarmby confirmed that, with the benefit of hindsight, “the team you need to 
create something like the Dome is not necessarily the same kind of team as you need to run it as 
a visitor attraction”.'*” He went on to say that “if there is a lesson I would take away from our 
experience, it would be that we needed to have brought in earlier than we did the kind of 
expertise which [Mr Gerbeau] brings, in order to ensure that it succeeded operationally from day 
one”.'** Lord Falconer acknowledged that the public sector did not have the experience for 
running a visitor attraction.'” He said that the Company had had an Operations Director with 
visitor attraction experience, but thought that there should have been leadership at the executive 
level of the Company with such experience and that “from the moment the visitor attraction 
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opened [the Company should have been] led by somebody who had that experience and who had 
that focus ... the focus should have moved on from a construction site to the first opening”.'*° 


50. Ms Page noted in her evidence that separate teams within NMEC were responsible for 
different aspects of the project, including content development. She also pointed out that 
development of the visitor attraction elements was inseparable from other aspects, necessitating 
“a very intensive management effort at the top” to ensure co-ordination. But she also conceded 
that, by the time of the opening, “there is no doubt at all that ... the management team was 
exhausted. They had had far, far too many problems presented to them, and problems which 
continued right up to the last moment. The thing that we were critically short of was enough 
fresh management expertise to keep us going on to the next stage just at that critical moment”.'*! 

51. With the benefit of hindsight it is evident to some of those involved and to this 
Committee that the project lacked enough involvement by those with sufficient experience 
of commercial visitor attractions. The evidence that we received in November 1997 from 
Mr Keith Bales was far-sighted and demonstrated that the weakness was foreseen and 
therefore foreseeable. In spite of constant reassurances both from Ministers and the Board 
themselves that they were safely in control of the project and suitably qualified to run the 
project successfully, the Board of NMEC failed to recognise that different skills were 
required for the construction and operational phases of the project and to plan ahead to 
ensure a smooth transition between these phases. For too long, the Dome was perceived as 
a public monument more than a visitor attraction, but it was the latter element that would 
ultimately determine its success or failure. 


- Delivery of the Dome and the associated infrastructure 


52. We examined the Dome’s concept, design and construction in our previous Reports. In 
the first Report we concluded that “The Dome is magnificent in conception and likely to be 
breath-taking in execution”.'** We consider that judgement to have been justified. The 
Millennium Dome has been an architectural success, and is a fitting venue for the Millennium 


Experience. 


53. The Dome itself and its infrastructure were developed with remarkable speed and 
efficiency. Last November, we said that it seemed likely that NMEC would win its race against 
time.'*? The British Tourist Authority rightly observed that “nothing should be allowed to detract 
from the fact that the opening of the Dome on target, given the extremely short timescale from 
conception to completion, was a commendable achievement’. This Committee has previously 
congratulated NMEC, and in particular Ms Page, for its achievement in completing the Dome to 
such a tight timetable.'** Lord Falconer, the Secretary of State and the Dome’s sponsors all paid 
tribute in evidence to NMEC’s accomplishment.'*° 


54. The Millennium Dome was from its inception a high-risk project. However, it is now 
apparent that the urgency of ensuring the completion of the building of the Dome on time 
led to an as yet unquantifiable overspend and subsequent severe financial problems. As 
Ms Page told us, “We were unable to keep back as much contingency as we would have wished 
for a variety of reasons, some of them concerned with late decisions that changed the nature of 
the Experience and brought additional costs with them. All of the decisions that involved that 
were not mine but were taken by the Company”.'*° We commend everyone concerned in 
ensuring that the Dome won its race against time and in particular the former Chief 
Executive of NMEC, Ms Jennie Page, who made the single greatest contribution to that 
achievement. 
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Transport 


55. In our previous inquiries on the Dome, we highlighted the importance of transport 
infrastructure and policy to the project’s success.'*’ We emphasised that visitors to the Dome 
should not place more pressure on the already overloaded road networks of Greenwich and south- 
east London and that manageable and deliverable transport options were imperative if the Dome 
was to succeed with the forecast number of visitors.'** 


56. The transport policy was designed to reduce or eliminate use by the Dome’s visitors of 
private cars. Ms Page explained how the Government, local authority and community groups had 
been involved in transport decisions.'*? The transport strategy that emerged from those decisions 
reflected the project’s objectives of regeneration and environmental sustainability. 


57. The Jubilee Line Extension [JLE] was central to that transport policy and a focus of much 
of this Committee’s previous scrutiny. After more delays and uncertainties than we care to 
remember, the JLE was finally fully opened days before the Millennium Dome opened to the 
public, and is currently used by almost 60 per cent of the Dome’s visitors.'*° However, the JLE 
has experienced technical problems, which have occasionally required the contingency bus fleet 
to be used. 


58. Ninety-seven per cent of the Dome’s visitors arrive by public transport and that has been 
seen as an endorsement of the Dome’s transport strategy.'** River services have not been used 
as extensively as forecast,' carrying only 6 per cent of visitors to the Dome.'** However, it was 
anticipated that river services would prove particularly sensitive to weather conditions.'” 
Coaches are the principal mode of transport for school parties and groups, and affordable travel 
packages have been developed by coach companies.'*° Four per cent of visitors have used the 
bus to reach the Dome.'*’ The Millennium Transit system has been used in line with forecasts, 
but has also suffered technical problems.'** Twenty-five per cent of visitors have used rail for 
the first part of their journey to the Dome” and that popularity is due in part to the travel 
packages developed by rail operators.'*° The car-free policy has been successful, with only an 
estimated 15 per cent of visitors using the car for any part of their journey.'*' Few people arrive 
at the Dome in cars and those who do are directed to the park-and-ride sites,'°* which have not 
been used as much as anticipated.'*’ 


59. Greenwich Council was pleased with the success of the transport strategy. We asked the 
Council whether that success was simply a result of the fact that visitor numbers have been below 
those forecast. The Council did not think that that was the case, arguing that the transport 
infrastructure was “working well within capacity”.'** Some of the other problems that have 
emerged in the Dome’s operation might suggest that too much effort was devoted by this 
Committee and others to transport. We do not believe such a conclusion is justified. The fact 
that the Jubilee Line Extension opened only just in time is a demonstration of the validity 
of our concerns about transport. Furthermore, the obduracy of London Transport until 
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very late in the day in rejecting our proposals for a scheduled bus route was unjustified. 
We are concerned that even now visitor numbers may be affected adversely by London 
Transport’s failure to direct visitors adequately to the Dome from its stations. 


Expenditure and the Dome budget 


60. During all of our previous inquiries on the subject, NMEC repeated the mantra that 
the project was “on time and on budget”. The first part of that claim has proved justified; 
the second is more open to question. 


61. During this inquiry, it has been virtually impossible to ascertain the precise budgetary 
position of NMEC. The Report and Accounts of the Company for the period | April to 31 
December 1999 were not published until after we had finished taking evidence, nearly seven 
months after the end of the relevant period for which the Report and Accounts were prepared. 
It has proved difficult to track expenditure relating to the general headings in successive budgets 
and extremely difficult to penetrate the detail of particular headings. We have received a great 
deal of information about the budget that has been provided by NMEC on the understanding that 
it remain commercially confidential. We always respect requests for commercial confidentiality 
even though we arenot sure that such requests are always justified. However, we would not wish 
there to be any impression that we received in confidence a full and detailed explanation of the 
Company’s budget that is more revealing and satisfactory than the limited picture already in the 
public domain. Insome ways, the confidential information raises more questions than it answers. 


62. The Annual Report and Financial Statements for the period ended 31 March 1998 stated 
that the lifetime budget for the Dome structure and the associated infrastructure would be £275 
million.'*° A year later, the figure rose to £289 million. In the Company’s latest business plan 
and financial statements, the figure is £271 million.'*° Similarly, the cost of the Dome’s content 
varies from £191 million in the 1998 accounts to £202.3 million in the 1999 accounts, and most 
recently is given as £240 million.'*’ The Chief Executive’s statement in the most recent Annual 
Report says that when Mr Gerbeau arrived “the cost contingency had been used in full and there 
were potential cost overruns on the lifetime budget”.'*® Mr O’Connor referred to “cost overruns 
of some £26 million’”.'*? Without access to the detailed figures on outturn to compare with the 
plans for each aspect of the contents, we have been unable to draw firm conclusions. However, 
we are concerned that the content development will be revealed as having devoured 
disproportionate sums of money and that, as the pressure to complete and open on time increased, 
expenditure on content exceeded the budget. | 


63. We explored NMEC’s contingency plans for cost overruns or reduced revenues in out 
Report, The Millennium Dome. Mr Mandelson told us that “there would not be an overall cost 
overrun”, and that the Company would deliver the Experience within the agreed budget.'® In 
that Report, we concluded: “We found both the Company and Mr Mandelson reluctant to 
elaborate about their contingency plans, if indeed such contingency plans have been prepared as 
they should have been ... We conclude that a comprehensive contingency plan has not yet 
reached final form.”'®' 


64. In March 1999, Mr Chris Smith told this Committee that NMEC had “taken a very prudent 
approach to contingency funds within their budgets, so they are in good financial shape”.'* Mr 
Ayling told us, in evidence to the same inquiry, that the Company had a prudent contingency, and 
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that it had not been allocated. A footnote to that oral evidence states that the contingency was 
£69.5 million." NMEC’s Annual Report for the year ending 31 March 1998 stated that “the 
Company sought to incorporate a robust and realistic provision for cost contingencies”, and that 
the cost contingency of £88 million would be used “where absolutely necessary”, to meet the 
“overriding aim of delivering the project on time within the £758 million cash budget for the 
project”.'“ That £88 million is identified on the accompanying pie chart as “Central 
Contingency”.'® A year later, the Annual Report shows the “Central Contingency” at £41 
million.’ Mr Quarmby stated: “The revenue contingency which is made quite clear in our 
previous Annual Reports was about £40 million”.'®’ He continued that “the original budget [had] 
a substantial revenue contingency that allowed for variation around the 12 million [visitors], 
though as events have turned out, not a sufficient contingency to cover the sort of values that you 
are looking at now”.'®* However, although the Annual Reports show a central contingency, there 
does not appear to be a reference to a specific revenue contingency. 


65. Ms Page suggested that it would have been preferable to have withheld more of the cost 
contingency to balance the revenue stream.’ She continued that the contingency was not kept 
back for a number of reasons, “some of them concerned with late decisions that changed the 
nature of the Experience and brought additional costs with them’”.'” By the time that Mr 
Gerbeau arrived at the Dome there was no contingency left in the budget.'”! The Company was 
suffering from cashflow difficulties that had been exacerbated by the sponsors’ failure to pay 
monies according to the contract schedules.'”* The Company had presciently predicted that there 
would be no margin of error in cash flow for the first quarter of 2000.'" Ms Page confirmed that 
“if the take-up of tickets not only in quantum but in terms of purchases in advance of visits were 
not as predicted in the business plan then there would be problems”.'” 


66. The Comptroller and Auditor General has already agreed that the National Audit 
Office will undertake a full audit of the circumstances surrounding the most recent grant 
made to NMEC. We recommend that he should broaden that enquiry to look at the Dome’s 
accounts to date, in their entirety, in preparation for a full examination of those accounts 
by the Committee of Public Accounts. 


Regeneration 


67. The Millennium Commission’s choice of Greenwich as the site of the Exhibition was based 
in part on the need to regenerate an economically, environmentally and socially deprived area 
of London. The potential value of the Dome as an engine of regeneration was noted in our first 
examination of the project.'” 


68. Greenwich Council considered that that potential was being fulfilled, stating: “The Dome 
project and the wider redevelopment of the Greenwich Peninsula have undoubtedly had, and will 
continue to have, significant positive impact on the local communities and economy. Froma local 
perspective this represents major economic success.”’'”© Mr David McCollum, Director of 
Development and Leisure Services at Greenwich Council, told us that “unemployment rates [on 
the wider waterfront] have halved over the last five years”.'” The Council attributed “something 
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like 7,000 jobs created in Greenwich last year” to the Dome.'”* The Government estimated that 
the Dome had helped create 13,000 jobs during its construction and operation, and estimated that 
the project would help create 25,000 jobs in the Thames Gateway over the next seven years.'” 


69. Councillor Bob Harris, Greenwich Council’s Executive Officer responsible for 
regeneration, said that the “transport legacy is all for us ... the Jubilee Line and the DLR 
[Docklands Light Railway] ... are already enormous success stories’”.'®’ However, the Council 
was concerned that there should be a substantial legacy that included other sections of the 
infrastructure. The Council hoped to retain, expand and integrate river services, bus services, 
Millennium Transit, mainline rail services and the DLR.'*' Improved transport infrastructure has 
allowed greater access to central London for local residents and has enabled more people to travel 
to Greenwich.'* Councillor Harris said that transport was “absolutely fundamental” to the 
continued regeneration and prosperity of the Borough.'*? 


70. NMEC claimed that the Dome has had a positive environmental impact. In addition to the 
reclamation of 300 acres of contaminated land,'** the Dome project has been associated with the 
development of the Millennium village.'** Both the village and the Dome used environmentally 
friendly design.'*° However, Friends of the Earth was equivocal in its assessment of the project’s 
environmental credentials.'*” Ms Page accepted that more could have been done at the Dome to 
utilise and promote environmentally aware solutions. However, she felt that there had been 
“scant time and resources” to pursue the optimum environmental options.'** The project has also 
provided recreational facilities, such as the riverside walk, the cycle network, new public open 
spaces and the Millennium pier.'* . 


71. The wider economic benefits of the Dome will become evident over time.'”’ Greenwich 
Council stated that the Dome had assisted the Borough in attracting single regeneration budget , 
awards and inward investment.'”' The long-term benefits for Greenwich are being evaluated by 
the Department of the Environment, Transport and the Regions through a research project.'” A 
balanced assessment of the Dome as a public project should give due weight to the growing 
signs of its success as a regeneration project, particularly as that regeneration potential of 
the project was from the outset of crucial importance in the selection of the site and 
organisation of the project. 


V. VISITOR EXPERIENCE, VISITOR NUMBERS AND FINANCES 
The opening ceremony 


72. The Dome was intended to be the centre-piece of the Millennium celebrations and as such 
took centre stage on New Year’s Eve. Before considering that event; we should note the success 
of the celebrations across the country on that night. More than 4 million people enjoyed the 
numerous public New Year’s Eve events throughout the United Kingdom; the largest of which 
was the Big Time celebrations in London, which spread along both banks of the river Thames 
and into the Mall and Regent’s Park.'?? The Millennium Commission supported New Year’s Eve 
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and ‘First Weekend’ celebrations in 22 cities and towns throughout the United Kingdom.'* The 
celebrations in London and elsewhere were safe and passed without serious incident. The 
Metropolitan Police Service attributed the conduct of the large, good-natured crowds to careful 
organisation, co-ordination and publicity.'” 


73. More than 10,000 people attended the Dome’s official opening on 31 December 1999, and 
more than 2 billion watched it on television.’ The event, anticipated as being of strategic 
significance to the success of the Dome’s year of operation, was affected by difficulties in issuing 
tickets in advance. The security forms that guests had to complete were complicated, and 
consequently many were returned to the Company late. Ms Page said that she learnt of the 
problems only on 21 December, but the Company “worked five nights without stopping” in an 
endeavour to rectify the problems.'”’ We regret these endeavours were not more successful. We 
find it surprising that foreseeable security problems which might arise on the evening had not 
long since been given greater consideration. 


74. On the night itself, a significant number of guests were delayed by congestion at Stratford 
station. Ms Page told us that the problems stemmed in part from “immense concerns about | 
security in relation to 31 December”.'”* Mr Quarmby acknowledged that the problems “certainly 
took the edge off the experience of the opening night for 2,000, 3,000 or 4,000 of our guests”! 
The Company apologised to those who were inconvenienced and offered them free return tickets 
to the Dome.*” Prominent members of the media were amongst those delayed at Stratford, and 
opinions vary on whether their discomfort that night contributed to subsequent negative press 
coverage of the Dome.””' In the longer term, the events of that one night can be considered part 
and parcel of wider perceptions of the Dome’s content. 


Delivery and quality of the Dome’s content 


75. In The Millennium Dome, we stated: “However inspirational the Dome, the impact of the 
Experience will depend principally upon what is inside the Dome in 2000.” The success of the 
Millennium Dome’s operating year was always dependent on the public’s assessment of the 
content. The Company had not had the opportunity to employ the usual visitor attraction 
practices of “bedding in’ the exhibits and attractions, or an extended ‘soft’ opening before the 
formal one.” 


76.The design of the content started in 1997, when NMEC chose a portfolio of designers. 
The design process was “subjected to a lot of review”. Designs were considered by “a senior 
group of people who were experienced in a large range of visitor attractions, television, media 
[and] science”.””° That committee, known as the Litmus Group, had “clear responsibility for the 
overall design content and the creative process”””” Ms Page later told the Royal Society of Arts 
that the Litmus Group had “provided a high powered feature of the management of the designers, 
bringing to bear at critical stages a passion for quality, together with a ferocious focus on the 
interest of the visitor”.* In addition to the Litmus Group, the design process was overseen by 
three content editors and “advisers of great standing, who looked after—godfathered—the 
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designs Zone by Zone”.*” Designers were under constraints and time pressure imposed by the 
Millennium Commission, the sponsors, the operations team, the committees on the content and 
Ministers.”'° Ms Page observed a tension between “the Millennium Commission’s desire for a 
worthy content”, and the “Sponsors and the operations team’s desire for something which is very 
attractive to the public”.*!’ However, the sponsors did not feel that they had exerted undue . 


influence on the content development process.””” 


77. Throughout the project, content development proved to be the subject of much speculation. 
The public always found it difficult to discern the nature and purpose of the content, and 
Ministers’ statements on the subject did not always enlighten them or us.”’? In November 1999, 
Lord Falconer said that “we have had to back our judgement in relation to what the zones are 
going to be like ... I think very much they will appeal”.’'* This Committee advised that the 
content should be “happy, absorbing and memorable”,”'* and noted that NMEC’s greatest test 
would be developing “content to attract and excite the imaginations of vast numbers of 


visitors”.?!® 


78. In late January 2000, the NMEC Board decided “that a different set of skills and leadership 
were necessary to meet the operational challenges of the project”.”'’ It decided to replace the 
Chief Executive, and Mr Gerbeau took over from Ms Page on 7 February 2000. Mr Gerbeau has 
considerable experience in visitor attraction businesses, and implemented a plan to “fix the 
product and the operation”.”'* +The new Chief Executive undertook reforms of the Dome’s 


product, management, relationship with sponsors and marketing strategy.”!” 


79. Mr Gerbeau instigated changes to the business based on a new commitment to the visitor. 
Those changes included improving visitor flows and capacity within zones, improvements to the 
Millennium Show and improvements to the merchandise and catering facilities. Marketing and 
public relations were also overhauled and management were encouraged to become more visitor 
orientated.””° 


80. The Dome is the most visited paid-for visitor attraction in the United Kingdom. It 
received more than 3 million visitors in six months .**' Surveys reveal that 85 per cent of visitors 
are satisfied with their day at the Dome, 90 per cent are satisfied with the staff, and 80 per cent 
would recommend the Dome to friends and family.*”* Mr Gerbeau told us that those levels of 
satisfaction were “new numbers on the planet, it has never been done before”. He went on to 
explain that such visitor satisfaction ratings were particularly remarkable in an attraction’s first 
year, with a new product, and no brand loyalty.”” Lord Falconer expanded on that theme, saying 
that the Dome had been trying to build a brand, and reminded the Committee: “Even Disneyland, 
which has a very clear identification in the public mind as to what it was, took ... three or four 
years to get its Paris operation to a level where it was a thriving commercial attraction”.”° 
Surveys commissioned by some of the Dome’s sponsors have also found a positive visitor 
response.””* 
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81. The Dome seems to have satisfied the criteria that Ms Page identified when she told us that 
“what is demonstrated by a lot of other attractions is that there is a propensity to visit places 
which seem to be full of joy and interest and which are by and large recommended”.**’ Mr 
Quarmby conceded that “not every Zone has something to say to every visitor. It was designed 
so that some Zones would appeal to young people, some Zones would appeal to older people, 
some Zones would trigger interests of certain kinds.”’’* We do not doubt that there is diversity 
in the Dome. However, Mr Guy Hands, of Dome Europe, said that “74 per cent of people, going - 
on our surveys, think that it is a great achievement, however, depending on the age group only 
between 16 and 24 per cent think it is fun ... regardless of whether they think it is worthy, 
regardless of whether they think of the thing as educational, regardless of the good achievement, 
only 16 to 24 in our survey say it is fun”.””” Mr Hands revealed that his understanding was that 
the Body Zone cost £30 million and when asked whether or not that was money well spent, 
replied “No”.”*° In contrast, according to Mr Quarmby “experience you get in the Dome... has 


a fun and entertainment dimension as well as a stop-to-think and educational dimension”.”*! 


82. It is for individual visitors to the Dome to judge the merits of the content and, although it 
is a subjective judgement, most visitors find the experience rewarding.”*” We have observed the 
pleasure that the Dome’s contents give children. However, it must be recognised that some 
of the original ambitions for the Dome’s contents have not been realised. Taken as a whole, 
the Dome’s content is interesting and rewarding, but rarely inspiring. The content lacks 
a sense of cohesion; it is more of a patchwork. There is no single element to make the visitor 
gasp in astonishment—to provide the “wow” factor that was originally sought. 


The National Programme 


83. The National Programme, which is funded by NMEC and Millennium Dome sponsors, has 
given communities throughout the United Kingdom the opportunity to be involved with the 
Millennium Experience and to benefit from projects based on the guiding principles of the 
millennium celebrations. The National Programme began before the year 2000, and was intended 
to be linked to zones and activities in the Dome. The National Programme includes a broad 
range of initiatives, such as Children’s Promise, the National Skills Festival, Reach for the Sky 
and the Millennium Youth Games. Both those schemes and other parts of the Programme have 
been developed in partnership with sponsors.”*? A major element of the National Programme is 
the Learning Experience, which includes Our Town Story, an opportunity for selected 
communities to tell the story of their area on a special stage in the Dome. The Learning 
Experience also includes the Learning Experience Centre at the Dome and the Engineering Our 
Future project, which provides a science and technology resource for schools and colleges.” 
All the elements of the National Programme relate to activities in the Dome and encourage 
children to visit the Dome. For example, the 1 million free tickets to the Dome for 
schoolchildren form part of the Learning Experience programme.”*° 


84. We expressed reservations about the National Programme in Not Only the Dome.”* In 
evidence for our inquiry Countdown to the Millennium, Mr Ayling, Chairman of NMEC, told us 
that the National Programme was going from “strength to strength”.7*’? In Scotland, this 
Committee heard from young people involved in two initiatives—Our Town Story and the 
Millennium Youth Council. We were impressed by the enthusiasm, self-assurance and 
dedication of the Millennium Youth Council members. This Committee attended a performance 
of Paisley’s Our Town Story, and met the cast. We were impressed by that performance and the 
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energy and enthusiasm of the children, and their awareness of the Millennium Experience. The 
Committee would like to thank everyone involved in that production. We were impressed by 
that performance and the energy and enthusiasm that the Our Town Story had fired in all 
those involved. This Committee continues that support for the Our Town Story initiative 
first stated in Not Only the Dome and has been impressed by the number of children who 
have had the opportunity to perform in the Dome. 


Visitor forecasting 


85. The visitor forecasts were the foundations on which the Millennium Experience was built. 
The numbers of visitors to the Dome will determine NMEC’s financial future and the final 
success or failure of the project. The Millennium Commission’s first set for guidelines to 
potential operators included an indicative target of between 15 million and 30 million visitors.”* 
Responses to the invitation to tender, received at the end of 1995, suggested that visitor numbers 
would be about 10 to 15 million.”” The preferred operator, Imagination, proposed a target of 10 
million visitors based on the Exhibition being staged at the NEC in Birmingham.” Between 
February and May the private-sector operator and the Commission explored a variety of options 
for the Exhibition with visitor numbers ranging from 10.9 million to 16 million. In May 1996, 
after Greenwich was chosen as the site for the Exhibition, the Commission abandoned private- 
sector involvement and adopted a more modest plan, with a visitor target of 10 million.**’ At the 
end of 1996, the Commission rejected the first business plan presented by the public-sector 
operating company, later NMEC, which had included a visitor target. of 13.5 million. The 
increase in the visitor forecast reflected the increased public interest reported by a MORI poll. 
The revised indicative budget presented by Ms Page and NMEC to the Commission, which it 
- approved, was based on 10 million visitors.**” The Company revised the visitor number forecasts 
throughout early 1997 while it prepared the budget for submission to the incoming Government. 
The Company considered whether “that 10 million was the right figure and whether it was 
sustainable and defensible and indeed made sense”.**? Research by the Company and the 
Commission, and their respective consultants suggested that the intention to visit was very 
high.” Accordingly, the visitor forecast was increased to 11 million on the basis of survey and 
opinion poll evidence, and then further raised to 12 million following a decision by the Board in 
April 1997 for incorporation in the May 1997 business plan that was submitted to the incoming 
Government.” In July 1997, the Commission accepted the May business plan and its visitor 
forecast of 12 million. 


86. When Mr Mandelson gave evidence to the Committee on 2 December 1997, he said: “The 
second sort of contingency you are talking about is the event of the Millennium Experience 
failing to excite and failing to attract the visitor numbers that are projected. All I can say is that 
every professional and industrial projection that has been made says that the 12 million visitors 
whom we are seeking to attract are probably a conservative estimate.””*° 


87. According to Lord Falconer, ‘“‘a figure had to be put on [visitor numbers] because 
budgeting had to done”,””’ and he agreed that a lower visitor forecast figure might have resulted 
in the Exhibition having gone ahead in a different form.*** Mr Smith recited the history of the 
visitor forecast figures and admitted: “Those were figures which I accepted, which I think all of 
us accepted ... everyone was working on these sorts of assumptions. I think we all got it wrong 


... we were all working on, to a considerable extent, guess work.””? Lord Falconer made a 
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similar assessment, and said “people have just got to try their best to achieve the targets that they 
set. Otherwise, you make everybody ludicrously risk-averse.””*° 


88. Ms Page said that the budget balanced with a figure of 11 million visitors, but that people 
would need to respond to the Experience “‘in the same way as they have responded to the Festival 
of Britain or the Lisbon Expo”.”*' Surveys of the propensity to visit continued throughout the 
Dome’s development and construction, and once it had opened.” Ms Page asserted: “Even in 
November/December 1999 there were indications that well in excess of 12 million people 
intended to visit the Dome”.?* She explained that people’s decisions about whether to visit the 
Dome were influenced by a number of factors, including accessibility, price, public relations, 
expectations of the content, alternative attractions and the strength of the pound." She added 
that two additional factors influencing the decision were accessibility by car and availability of 
free tickets to schoolchildren.2*> Ms Page said: “All of those things came along after that 12 . 


million forecast was put into the budget which was given to the incoming Government”.”*° 


89. The Millennium Commission was aware of the risks involved in supporting the Exhibition 
and understood that visitor number forecasts were not a precise science. However, on the basis 
of their own appraisal, the Commission believed that 12 million visitors would be achieved, even 
though that figure was at the upper end of the range.”’ However, Mr Gerbeau said that as soon 
as he arrived at NMEC he realised that there was “no market for 10 or 12 million visitors”, and 
that it would take five years to establish that level of business, even with a well-established 
brand.25= Mr Middleton, of Dome Europe, said that it had been a cardinal error to publicise a 
figure of 12 million, because there was no “research which gave credence to that as a realistic 


target”.*°? 


90. However, it appears that the figures were to a greater extent based on evidence from 
opinion polls.” NMEC state that there was regular NOP tracking research from 1997 up to the 
opening to gauge attitude’s to the Dome; the evidence from those polls indicated that the visitor 
forecasts were achievable but did not “take into account any external factors which might 


influence people’s views”.””' 


91. The financial implications of fewer than expected visitors are severe. The projected 
lifetime commercial income has fallen by more than half'since 1997, to just £85 million.” The 
danger of insufficient ticket receipts was acknowledged by Mr Ayling in February 1999, when 
he said: “The risk area is in the receipts that we get through the gate, the numbers of people 
going, the kinds of people who will be coming, whether or not we are able to get the occupancy 
that we are planning for, and that of course will be expecting a very high degree of consistency 
throughout the whole of the year which will take quite some management”. The over- 
optimistic visitor forecast affected not only the Company’s revenue but also its costs. For 
example, original staffing levels and Dome infrastructure were determined by the expected 
number of visitors. : 


92. From the middle of 1997, to the opening of the Dome there appear to have been no 
systematic endeavours to revise the visitor number forecasts. NMEC and the Millennium 
Commission put their trust in opinion poll evidence and do not appear to have reconsidered their 
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underlying business assumptions in the light of the transport strategy, the strength of the pound, 
or the establishment of the Dome’s ticket prices. 


93. The introduction of one million free tickets for school children has undoubtedly had a 
negative effect on visitor numbers. It has also introduced a two-tier system of visiting for 
children since those on free visits have had their access to parts of the Dome limited. Ms Page 
believed that free tickets had had a negative impact on costs and income because of the additional 
staff and facilities required, and because those children did not return to the Dome with their 
families as paying visitors to the extent that had been expected.” Ms Page has criticised the 
introduction of free school trips; “The more children going with schools, the fewer families go, 
so you lose adults which was a key part of the business plan”. She added that free trips had 
seriously hurt visitor numbers and meant organisers “‘couldn’t do some things”.”® On the other 
hand, had free school visits not been offered, NNEC would undoubtedly have been criticised on 
those grounds. In retrospect, in view of this being a worthwhile education project it might have 
been that the costs of free tickets for school children should have been borne by Departments of 
Education and not been a burden on NMEC. Lord Falconer said that “it is impossible to tell what 
the effect on the visitor numbers has been but the reasoning behind it was a determination to 
reach out to people who would not otherwise go to the Dome”.*”° Ms Page said that the 
Company had neither quantified the impact on visitor numbers nor reduced its visitor number 
forecasts when the concept of free tickets was adopted.**’ In NMEC’s Report and Accounts for 
1998-99, Ms Page stated that “we have to get through our year of living. That year begins when 
we open the doors to our expected 12 million visitors. It is they who will write the final chapter 
in any post-mortem document.’””®® 


94. Therefore, from the first estimates of attendance in 1995 of 10 to 15 million, right through 
to the opening of the Dome, there appear to have been no systematic endeavours to question the 
visitor number forecasts. The Millennium Commission and NMEC put their trust in opinion poll 
evidence and did not appear to reconsider their business in the light of the developing transport 
strategy, the establishment of ticket prices or the strength of the pound. The Company re-set the 
target to 10 million following poor attendance figures in the first weeks of 2000.7” Mr O’Connor 
said that “between January and May ... visitors were not turning up in the numbers expected ... 
throughout that period the situation was getting worse”.’”” 


95. We still do not know who decided the various visitor forecast figures, who changed 
them, or why. However, ultimate responsibility must lie with the Board of NMEC and 
successive shareholders. The fluctuations in the visitor forecasts from more than 15 million 
to 10 million, up to 12 million and back down to 10 and finally 6 million seems to have been 
made without proper regard to the immense financial implications those changes entailed. 
It appears that NMEC, the Millennium Commission and the Department for Culture, 
Media and Sport accepted the over-optimistic opinion polls without considering the 
underlying assumptions or exploring a new HOI ay on which to base those crucial 
figures. 


Millennium Commission grants 


96. At its meeting on 28 January 2000, the Commission had decided, based on its own 
monitoring and detailed financial information provided by NMEC, that a requirement for 
additional cash flow funding would be inevitable in February.””' The Company made an 
application to the Commission for an additional cash flow grant of £60 million on 2 February 
2000. The Commission not only agreed to that application, but also agreed that £50 million of 
the original gross grant would not have to be repaid by NMEC. The Company therefore received 
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an additional grant worth £110 million. Mr O’Connor said that the Commission’s decision to 
provide additional grant was “right in the circumstances”.”” 


97. On his arrival, Mr Gerbeau instigated a comprehensive review of the budget and business 
assumptions.2”> The review process identified both deficiencies in revenue forecasts and 
reductions in costs. A new business plan, prepared on the basis of that review, indicated that 
NMEC would have to return to the Millennium Commission for a further additional grant.*”* The 
Company applied for the additional grant on 19 May 2000.*” Mr Gerbeau confirmed that at the 
time NMEC was on the verge of bankruptcy.’”° The application requested an additional grant 
of £38.6 million. On 22 May 2000, the Millennium Commission offered an “additional grant of 
£26 million plus a further unbudgeted and ring-fenced £3 million specifically to enhance the 
marketing effort”.2”” The following day, NMEC accepted the grant offer and agreed to meet the 
attached conditions,””* which included a requirement for the successful implementation of the 
cost savings NMEC had identified, changes to the Company’s management and a change in the 
Chairman of the Board.”” Mr Ayling resigned on 23 May.”** 


98. The Millennium Commission has been at pains to explain the circumstances of the 
additional grant awarded to NMEC on 22 May 2000. The rationale for the decision was that it 
“would be foolish to withdraw support when the best of the year for visitor attractions is yet to 
come”.”*! The additional grant was subject to a letter of direction to the Accounting Officer, Mr 
O’Connor. Mr Smith explained that the Accounting Officer’s objections to the additional grant 
were based on “simply looking at the Millennium Commission’s own financial interest, in that 
narrow context, if we were to make a grant of £38.6 million it would not, in his view, be value 
for money”.”*? Mr O’Connor told us that the Commission “took into account wider issues and 
they decided that they wished to continue”.*’ In addition to the letter of direction, the 
Commission asked for confirmation of the Government’s position regarding the assurance, given 
by the Government, in January 1997, that the period over which the Millennium Commission 
would receive funds from the National Lottery would be extended to provide support to the 
Millennium Dome should that prove necessary. The Department for Culture, Media and Sport 
confirmed that the Government would maintain that assurance.*** 


99. Mr O’Connor said that, in coming to his decision to request a letter of direction, he “took 
the view that the Commission ... had achieved one of its main objectives in giving grant to 
NMEC: we had regenerated the peninsula ... The other objective of providing a year-long 
experience had been, at least partly, achieved, and in those circumstances I did not think we 
could justify spending more money.”*® In reaching its decision, the Millennium Commission 
considered the figures given by NMEC of the costs of closure and “wider objectives that [the 
‘Millennium Commission] wish to be secured”.*®° Mr Smith explained that, according to NMEC, 
“the possible cost of immediate closure of the Dome ... would be something like £200 million; 
and that would be likely to fall to the public purse’”.**’ Mr Gerbeau told us that the costs of the 
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Dome’s early closure would be between £150 million and £250 million, depending on the timing 
of the decision and the date of closure.” 


100. Mr Gerbeau assured us that NMEC would definitely not be returning to ask for more 
Lottery money,” but the Annual Report for the period to 31 December 1999, published on 20 
July 2000, stated: “There remains significant uncertainty as to whether the additional grant of £29 
million will be sufficient. If... the additional grant proves to be insufficient for the Company 
to meet its liabilities, the Company will either need to seek additional funding or, if that is not 


forthcoming, cease operations”.*”” 


101. Mr O’Connor said: “The Commission took the right decision. The aim of 12 million 
visitors was too high but ... we have achieved that major objective... the regeneration of that 
whole site is a human prize which is well worthwhile.””?’ NMEC is confident that it will not 
have to return to the Millennium Commission for more funds. However, there are no 
guarantees, and therefore if the current business plan does not balance and insolvency 
becomes a prospect then the tax payer may face a bill larger than the cost of the Millennium 
Commission making further grants from the National Lottery. 


102. There is still a lack of clarity as to how much of the Lottery money so far received 
by NMEC is loan and how much grant. Originally the total sum was to be £538 million, but 
that has now been revised to £525 million. Just how much will be repaid? 


Marketing and media 


103. Throughout our scrutiny of the project, this Committee has been concerned with the 
marketing of the Dome.’” In evidence to our inquiries, NMEC assured us that although the 
marketing budget was limited, the strategy would be successful.’”? At times we expressed doubts, 
particularly about ticket sales,” but we were again given assurances that the Company was 
confident in its abilities.”° In Countdown to the Millennium, we noted that the Dome’s high 
profile was not particularly due to any formal marketing.’” 


104. In evidence to a previous inquiry, NMEC stated: “The Millennium Experience Dome does 
not suffer from lack of product recognition amongst the general public either in the UK or 
abroad”.””’ The Company also said that the Dome had received a good deal of media attention, 
and, although that attention was not all positive, it had given the Dome a high profile for no 
expenditure.” In evidence to our previous inquiry, Mr Ayling said that the Dome had been 
“helped by the media and the media’s continuing interest in everything that we do”.””” NMEC 
relied heavily on passive media coverage as a substitute for marketing.*” Once that relationship 
turned sour the Company was always struggling to recover. 


105. The Dome’s projected lifetime budget for commercial, communications and marketing 
has risen from £31 million in 1997 to £43 million in the most recent Annual Report,’ which 
states that the Company has adopted a new marketing strategy that is driven by volume targets 
and supported by a new media scheme.*”” NMEC stated that the original marketing budget of 
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2 per cent of the total was far too low for a visitor attraction." The additional grant to NMEC 
awarded in May of this year included £3 million ring-fenced for marketing to assist the Company 
in achieving its revised visitor number target. 


106. The marketing strategy has suffered from a lack not only of funds but of focus. In Not 
Only the Dome, we concluded that more precise information on the content would assist the 
marketing strategy.°* Mr Gerbeau described how the project had suffered from being unique and © 
from the lack of brand awareness.*”° Even though the Dome is now open, Lord Falconer 
admitted that “there is not a clear picture in people’s minds as to what they get when they get 


there”.*° 


107. The marketing campaign has had to counter many preconceptions and media insinuations 
about the Dome. The Company did not place a sufficient emphasis on marketing before the 
Dome opened and was unduly reliant on free coverage in the press. That approach proved 
to be disastrous when the press coverage became largely hostile. 


108. The Company identified the débacle on New Year’s Eve, when members of the media . 
were delayed, as a turning point that had an impact on media coverage of the Dome immediately 
following its opening.*’’ However, Mr Quarmby said that “there has been a lot of support from 
many media’”,*”* a view shared by Lord Falconer, who rejected the implication that the press was 
universally hostile and said that the content had enjoyed “quite favourable” media reviews.>” 


109. When describing the impact of New Year’s Eve, Mr Quarmby contended “the degree of 
media criticism that we have had ... has undoubtedly dented our visitor numbers.”?'° Ms Page 
claimed that it would be impossible to quantify the media impact upon visitor numbers.*'' Since 
his arrival, Mr Gerbeau has attempted to woo the media, and the Company has recently adopted 
anew media strategy designed to promote the Dome as a visitor attraction, rather than as a news 
item. 


VI. THE FUTURE OF THE DOME 
Competition 


110. On 1 December 1997, Mr Peter Mandelson, the then shareholder of NMEC, announced 
that a competition would be held to select a future for the Dome. The competition went through 
a series of phases from the invitation to tender to a shortlist of two. The criteria for the 
assessment of the bids were: financial consideration, commercial and environmental 
sustainability, regeneration, innovation, cultural significance and transport.*’* The ten outline 
proposals received by the Government were evaluated against those criteria and on 17 January 
2000 six proposals proceeded to the next stage of the competition. Those six bidders were 
invited to submit detailed proposals by 31 March. The decision on the final shortlist was 
informed by a national public consultation exercise. 


111. On 16 May 2000, the two final short-listed bidders were announced.*’* They were 
Nomura’s Dome Europe and Robert Bourne’s Legacy plc. The bidders were “evaluated against 
their potential to deliver long-term, sustainable, regeneration—economically, physically and 
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socially”.*'® They were asked specifically to consider jobs, environmental improvements and the 
reduction of car dependency on the Greenwich peninsula.*'’ Lord Falconer said that “the 
decision will be made on the basis of what is in the best public interest and we have set out in the 


rules relating to the competitions what the criteria are’”.*" 


112. The two proposals were markedly different in their visions of the Dome’s future use. The 
Dome Europe proposal was for a “world-class urban entertainment resort that celebrates the 
richness of European culture’”.*’? Legacy ple propose “a large cluster of knowledge-based 
businesses [in effect] the national incubator for technology businesses”.*”° Both bidders put 
forward well thought out and attractive proposals that seemed to meet the competition criteria. 
Both proposals would provide a revenue stream for the Government in the form of profit sharing, 


although the details of those arrangements have remained confidential. 


113. The Dome Europe plan had some similarities to the present operation of the Dome. 
There has been press speculation that Dome Europe might take over the operation of the Dome 
before the end of this year, thereby releasing NMEC and the Millennium Commission from 
further financial risk. Legacy plc propose a distinctive change of use for the Dome whereas 
Dome Europe planned to invigorate the Dome as a visitor attraction. There is no legal 
impediment to an early sale of the Millennium Dome,™' but Lord Falconer was categorical in his 
denial of discussions between the Government and either bidder about taking the Dome over 
early.” Mr Guy Hands of Dome Europe, said that if he were approached to take over the Dome 
before 1 January 2001, “we would look ... at anything which we were asked to look at which we 


felt was rational and sensible”.*”’ 


Disposal and division of proceeds 


114. For NMEC, the sale of the Dome has become crucial to the Company’s finances. When 
the Dome is sold, British Gas is guaranteed 7.5 per cent of the proceeds, and the remainder will 
be divided between NMEC and English Partnerships. The division between those two 
organisations is dependent on the terms of the winning competition bidder.** Lord Falconer 
unrevealingly said: “The amount [of money] that will go to English Partnerships and the amount 


that goes to NMEC is based upon a reasonable division between the two”.°” 


115. According to the 1997 business plan, NMEC expected to receive £15 million from the 
sale of the Dome but at the time, it was intended that the Dome would be dismantled after the 
year of operation.**° The Company envisaged that the proceeds from the disposal of the Dome 
and excess revenue from the year of operation would provide the funds to return £50 million to 
the Millennium Commission. In the 1999 Annual Report, the figure is £30 million. Mr Smith 
told us that “the figure in the business plan is a provisional sum which is in there as a reasonable 
stab at what might be forthcoming from such a division of the proceeds between English 
Partnerships and NMEC.”**’ This is an unusual way of describing a business plan which has 
had to be rewritten so many times. 


116. The sale of the Dome and the distribution of the proceeds have become crucial elements 
of NMEC’s financial planning. In the notes to the financial statements for April to December 
1999, three financial targets are described—the cost savings and visitor income agreed with the 
Millennium Commission in May and the receipt of at least £30 million from the sale of the 
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Dome, by November 2000. The document states “there remains significant uncertainty as to 
whether the additional grant of £29 million will be sufficient. If the Company does not achieve 
the above three needs and the additional grant proves to be insufficient for the Company to meet 
its liabilities, the Company will either need to seek additional funding or, if that is not 
forthcoming, cease operations.*”* 


117. We regard it as essential that English Partnerships will be beneficiaries of the sale — 
of the Dome to the extent originally envisaged. 


118. The Dome’s future has been a fundamental issue since our first inquiry. The 
permanence of that future has been held up as a justification for the entire project. The 
timing of the announcement of the decision has rendered it impossible for this Committee 
to give full consideration to the implications of that decision in this Report. We consider 
it imperative, however, that the following four issues should be clarified: 


° the overall level of the payment by the successful bidder and the timetable for 
payment. 


° the division of proceeds from the sale and the rationale for that division. 


° any circumstances relating to the Government share of ongoing revenue and how 
such revenue would be determined and who would benefit from it. 


° any conditions attached to the disposal of the Dome and the related site that will 
guarantee the preservation of the Dome at Greenwich as an enduring symbol of 
the United Kingdom at the turn of the Millennium. 


VII. SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 
119. Our principal conclusions and recommendations are as follows: | 


(i) This Committee has no wish to resile from its previous support for the Dome 
(paragraph 2). 


(ii) We consider the sharing of best practice to have been beneficial both to the capital 
projects and to the Millennium Commission. We recommend that the Government 
consider ways to ensure that the increased expertise in project management that has 
resulted is not dissipated when the Millennium Commission concludes its work 
(paragraph 18). . 


(iii) There was clearly a demand for regeneration in many of the areas of the country that 
received funding for a major project and there have been regeneration benefits in the 
case of some projects. However, it is too early to tell whether all the major projects 
will prove to be as effective as hoped in both meeting local need and in serving as 
effective catalysts for regeneration. We welcome the Millennium Commission’s 
decision to commission a study into the economic impact of its major capital projects. 
We recommend that in due course that examination should be expanded by the 
Department for Culture, Media and Sport to consider the wider need for and 
regenerative and employment impact of cultural and sporting capital projects 
(paragraph 21). 


(iv) The Secretary of State may be right in expecting demand for visitor attractions to 
increase in future, but the supply of visitor attractions is increasing more rapidly. This 
is having and will have consequences for existing visitor attractions that have not 
benefited from Lottery support; those consequences do not appear to have been 
systematically considered by the Millennium Commission or government, past or 
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present. It will also have consequences for the long-term future of the projects 
themselves (paragraph 28). 


We received suggestions that the Commission’s life might be extended or a successor 
body put in place to provide continuing support for capital projects or to fund 
comparable projects such as science centres, which might not be funded by other 
Lottery distributing bodies. We do not consider that to be an appropriate course of 
action. However, we recommend that the Department for Culture, Media and Sport set 
out in its response to this Report its strategy for responding to demands for additional 
funding by Millennium Commission’s capital projects after the Commission’s resources 
from the National Lottery have been spent and the Commission has been wound up 
(paragraph 30). 


The Company’s unusual hybrid structure led to the absence of a clear line of 
responsibility for overseeing the project (paragraph 39). 


From the start, in 1996, the separation between politicians and what became NMEC 
was never Clearly established by either Government, which affected perceptions of the 
Millennium Dome as a visitor attraction. It has also meant that we have found it 
exceptionally difficult to disentangle the responsibilities of the various parties involved 
in the Millennium Experience. This may perhaps have been one of the intentions of 
those involved, but it must also be acknowledged that political involvement was 
integral to the project from its very inception (paragraph 43). | 


With the benefit of hindsight it is evident to some of those involved and to: this 
Committee that the project lacked enough involvement by those with sufficient 
experience of commercial visitor attractions. The evidence that we received in 
November 1997 from Mr Keith Bales was far-sighted and demonstrated that the 
weakness was foreseen and therefore foreseeable. In spite of constant reassurances 
both from Ministers and the Board themselves that they were safely in control of the 
project and suitably qualified to run the project successfully, the Board of NMEC failed 
to recognise that different skills were required for the construction and operational 
phases of the project and to plan ahead to ensure a smooth transition between these 
phases. For too long, the Dome was perceived as a public monument more than a 
visitor attraction, but it was the latter element that would ultimately determine its 
success or failure (paragraph 51). 


The Millennium Dome was from its inception a high-risk project. However, it is now 
apparent that the urgency of ensuring the completion of the building of the Dome on 
time led to an as yet unquantifiable overspend and subsequent severe financial 
problems (paragraph 54). 


We commend everyone concerned in ensuring that the Dome won its race against time 
and in particular the former Chief Executive of NMEC, Ms Jennie Page, who made the 
single greatest contribution to that achievement (paragraph 54). 


The fact that the Jubilee Line Extension opened only just in time is a demonstration of 
the validity of our concerns about transport. Furthermore, the obduracy of London 
Transport until very late in the day in rejecting our proposals for a scheduled bus route 
was unjustified. We are concerned that even now visitor numbers may be affected 
adversely by London Transport’s failure to direct visitors adequately to the Dome from 
its stations (paragraph 59). 


During all of our previous inquiries on the subject, NMEC repeated the mantra that the 
project was “on time and on budget”. The first part of that claim has proved justified; 
the second is more open to question (paragraph 60). 


The Comptroller and Auditor General has already agreed that the National Audit Office 
will undertake a full audit of the circumstances surrounding the most recent grant made 
to NMEC. We recommend that he should broaden that enquiry to look at the Dome’s 
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accounts to date, in their entirety, in preparation for a full examination of those 
accounts by the Committee of Public Accounts (paragraph 66). 


A balanced assessment of the Dome as a public project should give due weight to the 
growing signs of its success as a regeneration project, particularly as that regeneration 
potential of the project was from the outset of crucial importance in the selection of the 
site and organisation of the project (paragraph 71). 


We have observed the pleasure that the Dome’s contents give children. However, it 
must be recognised that some of the original ambitions for the Dome’s contents have 
not been realised. Taken as a whole, the Dome’s content is interesting and rewarding, 
but rarely inspiring. The content lacks a sense of cohesion; it is more of a patchwork. 
There is no single element to make the visitor gasp in astonishment—to provide the 
“wow” factor that was originally sought (paragraph 82). 


We were impressed by the performance of Paisley’s Our Town Story and the energy 
and enthusiasm that the Our Town Story had fired in all those involved. This 
Committee continues that support for the Our Town Story initiative first stated in Not 
Only the Dome and has been impressed by the number of children who have had the 
opportunity to perform in the Dome (paragraph 84). 


We still do not know who decided the various visitor forecast figures, who changed 
them, or why. However, ultimate responsibility must lie with the Board of NMEC and 
successive shareholders. The fluctuations in the visitor forecasts from more than 15 
million to 10 million, up to 12 million and back down to 10 and finally 6 million seems 
to have been made without proper regard to the immense financial implications those 
changes entailed. It appears that NMEC, the Millennium Commission and the 
Department for Culture, Media and Sport accepted the over-optimistic opinion polls 
without considering the underlying assumptions or exploring a new methodology on 
which to base those crucial figures (paragraph 95). 


NMEC is confident that it will not have to return to the Millennium Commission for 
more funds. However, there are no guarantees, and therefore if the current business 
plan does not balance and insolvency becomes a prospect then the tax payer may face 
a bill larger than the cost of the Millennium Commission making further grants from 
the National Lottery (paragraph 101). 


There is still a lack of clarity as to how much of the Lottery money so far received by 
NMEC is loan and how much grant. Originally the total sum was to be £538 million, 
but that has now been revised to £525 million. Just how much will be repaid? 
(paragraph 102). 


The Company did not place a sufficient emphasis on marketing before the Dome 
opened and was unduly reliant on free coverage in the press. That approach proved to 
be disastrous when the press coverage became largely hostile (paragraph 107). 


Mr Smith’s statement that NMEC’s Annual Report contained “‘a reasonable stab” at the 
Company’s expected income from the Dome’s sale is an unusual way of describing a 
business plan which has had to be rewritten so many times (paragraph 115). 


We regard it as essential that English Partnerships will be beneficiaries of the sale of 
the Dome to the extent originally envisaged (paragraph 11,7). 


The Dome’s future has been a fundamental issue since our first inquiry. The 
permanence of that future has been held up as a justification for the entire project. The 
timing of the announcement of the decision has rendered it impossible for this 
Committee to give full consideration to the implications of that decision in this Report. 
We consider it imperative, however, that the following four issues should be clarified: 


* the overall level of the payment by the successful bidder and the 
timetable for payment. 
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the division of proceeds from the sale and the rationale for that division. 


any circumstances relating to the Government share of ongoing revenue 
and how such revenue would be determined and who would benefit from 
it. 


any conditions attached to the disposal of the Dome and the related site 
that will guarantee the preservation of the Dome at Greenwich as an 
enduring symbol of the United Kingdom at the turn of the Millennium 
(paragraph 118). 
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PROCEEDINGS OF THE COMMITTEE RELATING 
TO THE REPORT 


THURSDAY 15 JUNE 2000 


Mr Gerald Kaufman, in the Chair 


Mr David Faber Mr John Maxton 
Mrs Llin Golding Ms Claire Ward 
Mr Alan Keen Derek Wyatt 


Marking the Millennium in the United Kingdom: Ms Jennie Page CBE was examined. 


Derek Wyatt declared that his receipt of tickets for New Year’s Eve celebrations at the 
Millennium Dome had been recorded in the Register of Members’ Interests. 


Ms Claire Ward declared that she had received tickets to the New Year’s Eve celebrations at 
the Millennium Dome. 


Mr Alan Keen declared that he had received tickets to the New Year’s Eve celebrations at the 
Millennium Dome. 


Mr David Clayton-Smith, Former Director, Customer Marketing, Boots The Chemists, Mr 
Keith Faulkner, Director of Public A ffairs/Company Secretary, Manpower plc, and Mr Adrian 
Hosford, Director, Millennium Projects, BT, were examined. 

Ms Gillian Thomas OBE, Chief Executive, @Bristol, Mr Brian Bassett, Director of Finance 
and Operations, The National Botanic Garden of Wales, and Mr Ben Stoneham, Chairman, | 
Portsmouth Harbour Renaissance Limited, were examined. 


[Adjourned till Thursday 29 June at Ten o’clock. 


THURSDAY 29 JUNE 2000 


Mr Gerald Kaufman, in the Chair 


Mr David Faber Miss Julie Kirkbride 
Mr Ronnie Fearn Mr John Maxton 
Mrs Llin Golding Mrs Diana Organ 
Mr Alan Keen Ms Claire Ward 


Marking the Millennium in the United Kingdom: Mr David Quarmby, Chairman, and Mr 
Pierre-Yves Gerbeau, Chief Executive, the New Millennium Experience Company, were 
examined. 


Mr Ronnie Fearn declared that he had received tickets to the New Year’s Eve celebrations at 
the Millennium Dome. 


Councillor Bob Harris, Executive Officer responsible for regeneration, and Mr David 
McCollum, Director of Development and Leisure Services, Greenwich Council, were examined. 


Mr Guy Hands, Managing Director, Principal Finance Group, Nomura International ple, Mr 
Peter Middleton, Chairman and Chief Executive Officer, Dome Europe, Mr Mike Swinney, 
President, HyperEntertainment, Ms Barbara Anderson, Responsible for e-commerce, Principal 
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Finance Group, Nomura International ple, and Mr Gwilym Jones, Associate Director, Ove Arup 
and Partners, Dome Europe, were examined. 


Mr Robert Bourne, Chief Executive, Mr Tom Quinn, Deputy Chairman, Mr John Precious, 
Finance Director, and Mr Bruce Walker, Business Development Director, Legacy plc, were 
examined. 


[Adjourned till Wednesday 12 July at Ten o’clock. 


WEDNESDAY 26 JULY 2000 
Mr Gerald Kaufman, in the Chair 


Mr David Faber Miss Julie Kirkbride 
Mr Ronnie Fearn Mr John Maxton 
Mrs Llin Golding Ms Claire Ward 
Mr Alan Keen 

* kK K O&K 


Draft Report (Marking the Millennium in the United Kingdom), proposed by the Chairman, 
brought up and read. 


Ordered, That the Chairman’s draft Report be read a second time, paragraph by paragraph. 
Paragraph | read and agreed to. 

Paragraph 2 read, amended and agreed to. 

Paragraphs 3 to 8 read and agreed to. 

Paragraph 9 read, amended and agreed to. 

Paragraphs 10 to 27 read and agreed to. 

Paragraph 28 read, amended and agreed to. 

Paragraphs 29 and 30 read and agreed to. 

Paragraph 31 read, amended and agreed to. 

Paragraphs 32 to 36 read and agreed to. 


A paragraph—(Mr David Faber)—brought up, read the first and second time, amended and 
inserted (now paragraph 37). 


Paragraph 37 (now paragraph 38) read and agreed to. 
Paragraphs 38 and 39 (now paragraphs 39 and 40) read, amended and agreed to. 


A paragraph—(Mr David Faber)—brought up, read the first and second time, amended and 
inserted (now paragraph 41). 


A paragraph—(Mr David Faber)—brought up, read the first and second time, amended and 
inserted (now paragraph 42). 
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Paragraph 40 (now paragraph 43) read, amended and agreed to. 
Paragraphs 41 to 43 (now paragraphs 44 to 46) read and agreed to. 
Paragraph 44 (now paragraph 47) read, amended and agreed to. 
Paragraphs 45 to 47 (now paragraphs 48 to 50) read and agreed to. 
Paragraph 48 (now paragraph 51) read, amended and agreed to. 
Paragraphs 49 and 50 (now paragraphs 52 and 53) read and agreed to. 
Paragraph 51 (now paragraph 54) read, amended and agreed to. 
Paragraphs 52 to 55 (now paragraphs 55 to 58) read and agreed to. 
Paragraphs 56 to 58 (now paragraphs 59 to 61) read, amended and agreed to. 
Paragraphs 59 to 62 (now paragraphs 62 to 65) read and agreed to. 
Paragraph 63 read and postponed. 


A paragraph—(Mr David Faber)—brought up, read the first and second time, amended and 
inserted (now paragraph 66). . 


Paragraphs 64 to 67 (now paragraphs 67 to 70) read and agreed to. 
Paragraph 68 (now paragraph 71) read, amended and agreed to. 
Paragraph 69 (now paragraph 72) read and agreed to. 

Paragraph 70 (now paragraph 73) read, amended and agreed to. 
Paragraphs 71 to 77 (now paragraphs 74 to 80) read and agreed to. 
Paragraph 78 (now paragraph 81) read, amended and agreed to. 
Paragraphs 79 to 82 (now paragraphs 82 to 85) read and agreed to. 


A paragraph—(Mr David Faber)—brought up, read the first and second time and inserted 
(now paragraph 86). 


Paragraphs 83 to 88 (now paragraphs 87 to 92) read and agreed to. 
Paragraph 89 (now paragraph 93) read, amended and agreed to. 
Postponed paragraph 63 again read and agreed to (now paragraph 94). 
Paragraph 90 (now paragraph 95) read, amended and agreed to. 
Paragraphs 91 to 94 (now paragraphs 96 to 99) read and agreed to. 


_ A paragraph—(Mr David Faber)—brought up, read the first and second time, amended and 
inserted (now paragraph 100). 


Paragraph 95 (now paragraph 101) read and agreed to. 


_ A paragraph—(Mr David Faber)—brought up, read the first and second time, amended and 
inserted (now paragraph 102). 


Paragraphs 96 to 107 (now paragraphs 103 to 114) read and agreed to. 
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Paragraph 108 (now paragraph 115) read, amended and agreed to. 
Paragraph 109 (now paragraph 116) read and agreed to. 


A paragraph—(7he Chairman)—brought up, read the first and second time, amended and . 
inserted (now paragraph 117). 


Paragraph 110 (now paragraph 118) read and agreed to. 
Paragraph 111 (now paragraph 119) read, amended and agreed to. 


Resolved, That the Report, as amended, be the Eighth Report of the Committee to the 
House.—({The Chairman.) 


Ordered, That the Chairman do make the Report to the House. 
Several papers were ordered to be appended to the Minutes of Evidence. 


Ordered, That the Appendices to the Minutes of Evidence taken before the Committee be 
reported to the House.—(The Chairman.) 


Several memoranda were ordered to be reported to the House. 


* * KK * 


[Adjourned till Tuesday 31 October at Ten o’clock. 
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